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USEEC, USOECD 

EO 11652: NA 
TAGS: EFIN SZ 

SUB J : SWISS TAX HARMONIZATION LAW 

REF: BERN 2690 

1. SUMMARY: SWISS VOTERS JUN 12 APPROVED NEW CONSTITUTIONAL 
ARTICLE PROVIDING FOR HARMONIZATION OF FEDERL, CANTONAL AND 
MUNICIPAL LAWS GOVERNING DIRECT TAXES. ARTICLE EMPLOWERS 
CONFEDERATION TO DEVELOP BASIC LAW WHICH WILL STAND ARIDIZE 
TAX RULES, BUT LOCAL JURISDICTIONS RETAIN POWER TO APPLY 
DIFFERING TAX RATES. ARTICLE WAS APPROVED BY 1 . 1 33.542 VOTES 

IN FAVOR TO 715,136 VOTES AGAINST. IT ALSO RECEIVED APPROVAL 
BY MAJORITY OF CANTONS WITH 16 AND 3 HALF CANTONS IN FAVOR 
WHILE 3 AND 3 HALF CANTONS WERE OPPSOED. END SUMMARY. 

2. NEW CONSTITUTIONAL ARTICLE PROVIDES FOR CONFEDERATION TO 
WORK IN COORDINATION WITH CANTONS TO HARMONIZE DIRECT FEDERAL, 
CANTONAL, AND MUNICIPAL TAXES BY DEVELOPING BASIC FEDERAL LAW 
ON WHICH CANTONS AND MUNICIPALITIES WILL BASE THEIR OWN RULES 
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GOVERNING TAX OBLIGATION, LIABILITY, TAX PERIODS, PROCEDURES 
AND PENALTIES. HOWEVER, CANTONS RETAIN AUTHORITY TO DRAW UP 
THEIR OWN TAX SCHEDULES, RATES AND EXEMPTIONS. CONFEDERATION 
MUST TAKE INTO CONSIDERATION EFFORTS AT TAX HARMONIZATION 
TAKEN BY CANTONS AND MUNICIPALITIES. CANTONS ARE TO HAVE ADEQUATE 
PERIOD TO ADJUST THEIR TAX LAWS. CANTONS WILL ALSO PARTICIPATE 
IN DRAWING UP FEDERAL LAW. 
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3. HARMONIZATION IS VIEWED AS FORMAL RATHER THAN MATERIAL 
ALIGNMENT OF TAX LAWS, SUCH AS STANDARDIZATION OF TAX TERMS 
TO BE USED IN ALL JURISDICTIONS. 

MOST PREPARATORY WORK HAS BEEN COMPLETED AND FEDERAL COUNCIL 
IS EXPECTED TO SEND DRAFT LAW TO PARLIAMENT WITHIN FEW MONTHS. 
HARMONIZATION IS EXPECTED TO FACILITATE SYSTEM OF FEDERAL 
SUBSIDIES TO CANTONS. DESIRABILITY OF HARMONIZING TAX RATES 
AND EXEMPTIONS IS ALSO EXPECTED TO BECOME CLEAR ONCE THESE 
FORMAL MEASURES ARE TAKEN TO STANDARDIZE PRACTICES AND 
PROCEDURES. 

4. HARMONIZATION IS RECOGNIZED AS IMPORTANT STEP IN BRINGING 
STANDARDIZATION TO DIFFERING SYSTEMS OF TAX RULES IN 26 
CANTONS AND 3,000 MUNICIPALITIES. SOME CANTONS RULE THAT 
LIABILITY BEGINS UPON ARRIVAL OF FOREIGNER INTO JURISDICTION 
WHILE OTHERS PROVIDE FOR DELAY OF 3-6 MONTHS. DIFFERENCES ALSO 
INVOLVE DEFINITION OF INCOME. SOME JURISDICTIONS EXEMPT 
INCOME FROM RETIREMENT FUNDS AND HEALTH BENEFITS WHILE OTHERS 
DO NOT. DIFFERENCES EXIST REGARDING TAX YEARS. SOME 
JURISDICTIONS REQUIRE FILING OF TAX RETURNS ANNUALLY OR BI- 
ANNUALLY DEPENDING ON WHETHER INDIVIDUAL OR CORPORATION IS IN 
VOLVED. 

5. TAX RATES WILL CONTINUE TO VARY ACCORDING TO JURISDICTION, 
BECAUSE OF POLITICAL AND ECONOMIC INTERESTS CONCERNED. CANTONS 
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WISH TO RETAIN THEIR SOVEREIGNTY IN THIS REGARD TO MEET THEIR 
DIFFERENT POLITICAL OBJECTIVES AND FINANCIAL BURDENS. 

HOWEVER, THERE IS EXPECTED TO BE LIESS DISPARITY OF TAX RATES 
BETWEEN JURISDICTIONS. WHILE HARMONIZATION WILL APPLY TO 
INCOME TAXES, IT WILL NOT AFFECT INDIRECT TAXES, INHERITANCE 
TAXES OR TAXES ON AUTOMOBILES. 

DAVIS 
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